Leverage factors
In order to ensure a smooth transition between different stages in a company's life cycle, the existence of a well-developed network and ecosystem is considered more essential than the introduction of more rules and regulations that address corporate governance issues 8 . The ecosystem is consist of those who are responsible for good corporate governance, the corporate managers and those who expect good corporate governance, the insiders 9 and outsiders 10 . The ecosystem is governed by the written rules and the spirit of corporate managers to adhere the rules with utmost spirit. Corporate performance is measured in terms of money, and hence along with the other rules, the rules related to preparing accounting and presenting financial statements of a company are of immense importance. Good corporate governance practices enhance adhering GAAPs 11 and Accounting Standards strictly.
Accounting Standards are policy documents relating to various aspects of measurement, treatment, presentation and disclosure of accounting transactions and events. The purpose of Accounting Standards is to standardize diverse accounting policies with a view to eliminate incomparability of financial statements. The objective is to provide a set of standard accounting policies which are in conformity with generally accepted principles and policies. Accounting
Standards issued by the Institute of Chartered Accountants of India (ICAI) were in force in the nature of advisories, but now every company registered under the Companies Act, 1956 is required to comply with Accounting Standards 12 . ICAI has notified 32 Accounting Standards.
India has adopted policy of Convergence with IFRS 13 keeping in view the requirements of change and transition necessary to be followed by Indian companies and regulatory bodies.
Therefore, the initiative for harmonization of Indian Accounting Standards with the IFRS has been taken up with the intention of achieving convergence with IFRS by 2011, but till date, IFRS
is not yet implemented. International Financial Reporting Standard (IFRS) is considered a "principles based" set of standards in that they establish broad rules as well as dictate specific treatments. There is also a Framework for the Preparation Statements which describes some of the principles underlying IFRSs. The objective of financial statements is to provide information about the financial position, performance and changes in the financial position of an entity that is useful to a wide range of users in making economic decisions, and to provide the current financial status of the entity to its shareholders and public in general.
To determine the quality of corporate governance, proactive role played by the shareholders and executives machinery is very important. The substantive law determines the effectiveness of adherence to good corporate governance, while procedural law determines the effectiveness of remedial actions in case of any deviation in governance practices. As Roscoe Pound memorably put it, between 'law in books' and 'law in action' makes difference the way in which rules are enforced will clearly affect agents' incentives to comply. The effectiveness of a regulatory regime, therefore, is a function of both substantive rules and enforcement mechanisms. As per report by Ministry of Company Affair's statement in 2006, over 400 companies listed on the stock exchanges in Mumbai are facing prosecution for violating various statutory requirements.
The Department of Company Affairs (DCA) has moved for prosecution of these companies as they failed to file annual returns and submit balance sheets, mandatory under the Companies Act provisions.
Principle of trusteeship:
After 1995, with global movement on corporate governance, India formulated committees on corporate governance (Kumar Manglam Birla, Narayan Murthy, Naresh Chandra & J.J. Irani Committee) at various level and basis of recommendation of such committees, SEBI (Security According to market estimates, assuming that each company mobilized an average of Rs 100 million, these companies might have raised at least Rs 4,0000 million from the capital market.
Besides, at least Rs 1,0000 millions as investors' money could be locked up in these companies in the form of fixed deposits and other instruments. There is no reliable research on total stake of family based companies among all companies working in India. But it is believed that more than one third are family controlled business houses. Our study also substantiates these figures as outlined elsewhere in this report. There is strong need to make regulating institutions and laws functional. Another problem that make legal system ineffective, the courts are taking long time to dispose the case. Over a period of time and passing of the long time, the documents, witnesses, records are not available so evidences become weak, and offenders escape un-penalized. SEBI filed 164 cases, while 90 were dismissed. There is no effective machinery to monitor implementation of corporate governance rules, whether they are observed or not on one hand while on other hand in large number of offenses, penalty is very small compared to gravity of offense and benefit grabbed by offender.
The current accounting and auditing system is not capable to fully protect interest of all stakeholders. The regulatory authority is also ill equipped either by powers, skills or will. The monitoring agencies are not functioning to the mark. After all, the managers are merely paid employees and the agency theory taught us that the independent managers can operate in a way that could be detrimental to the interests of the shareholder. It is, thus necessary, to have a mechanism by which the shareholders' interest are protected by the managers. It is here that Corporate Governance can play a crucial role.
Professors Shleifer and Vishney, defined Corporate Governance as dealing with "the ways that suppliers of finance to corporations assure themselves of getting a return on their investment".
Corporate governance affects the interests of a larger cross-section of stakeholders and hence has implications for financial stability at macro level and is one of the key factors that determine the health of the system and its ability to survive economic shocks. Immediately after East Asia financial crisis, World Bank President, James Wolfensohn said that, World Bank will not extend any credit facilities to the country those who do not comply with international corporate governance norms, as corporate governance brings financial and economic stability. More than the profits, it is the quality of governance, which will ensure corporate survival and growth and reinforce the faith of different stakeholders in the corporate entities. Unless company develops a culture of accountability across the value chain, the organization will not be able to OECD principles of Corporate Governance further emphasize that Board members should act on a fully informed basis, in good faith, with due diligence and care, and in the best interest of the company and the shareholders. In some countries, the board is legally required to act in the interest of the company, taking into account the interests of shareholders, employees, and the public good. Acting in the best interest of the company should not permit management to become entrenched. This principle states the two key elements of the fiduciary duty of board members: the duty of care and the duty of loyalty. The duty of care requires board members to act on a fully informed basis, in good faith, with due diligence and care. In some jurisdictions there is a standard of reference which is the behavior that a reasonably prudent person would exercise in similar circumstances. In nearly all jurisdictions, the duty of care does not extend to errors of business judgment so long as board members are not grossly negligent and a decision is made with due diligence etc. The principle calls for board members to act on a fully informed basis. Good practice takes this to mean that they should be satisfied that key corporate information and compliance systems are fundamentally sound and underpin the key monitoring role of the board advocated by the Principles. In many jurisdictions this meaning is already considered an element of the duty of care, while in others it is required by securities regulation, accounting standards etc. The duty of loyalty is of central importance, since it underpins effective implementation of other principles in this document relating to, for example, the equitable treatment of shareholders, monitoring of related party transactions and the establishment of remuneration policy for key executives and board members. It is also a key principle for board members who are working within the structure of a group of companies, even though a company might be controlled by another enterprise, the duty of loyalty for a board member relates to the company and all its shareholders and not to the controlling company of the group.
In recent years, the Indian economy has undergone a number of reforms, resulting in a more market-oriented economy. Particularly, after the Government of India embarked on liberalization and globalization of the economy, the size of Indian corporate are becoming much bigger and accordingly the expectations of various stakeholders are also increasing, which can be satisfied only by the Good Corporate Governance. And hence, Indian Corporate has obliged to reform their principles of Governance, Indian companies will now be required to make more and more elaborate disclosures than have been making hitherto, for which they are also required to adhere to the uniform and proper accounting standards, as the standards reduce discretion, discrepancy and improves the utility of the disclosure. Government of India has initiated process 23 to convergence of its accounting practices with that of international standards like IFRS.
Accounting Standards are formulated to standardize the diverse accounting policies and practices with a view to eliminate to the extent possible the non-comparability of financial statements and Such complaints would be scanned and also uploaded in SCORES for processing.
Conclusion:
The quality of corporate governance is sine-qua-non for sustainable relationship of amongst important stakeholders, growth the company and for growing economy. The legal framework does not suffice, unless there is an environment which provides assurance that the company will act as what is written in the law books, and any deviation will result into actions to bring justice.
This assurance is possible, if the shareholders, creditors and other investors are aware about their rights. The governing law should be clear in terms of defining duties, obligations, accountability and consequences. The process to execute provisions of law should be efficient and effective, at a nominal cost and in timely manner. The erring people must get punishment commensurate with gravity of offense and benefit one is deriving out of misdeeds. Not only the officers of the company, but if any government official is involved in the offense or adopting any delaying technique or protecting corporate manager, must also be held responsible and punished.
Financial reporting system must be transparent and simple to the extent possible. 
Cost of non-compliance:
The penalty & punishment should be deterrent and of higher amount depending upon the benefits reached to the culprits or loss to the investors. There must be provision of recovery of grabbed amount from the property created and transferred to any person or in any other form. There must be speedy disposal of disputes. Any investigation, prosecution and adjudication process must be speedy and within pre-determined time limits. The time limits must be prescribed to take actions and decide fate of the case. There must be coordination between different authorities working for different purposes to avoid overlapping roles and exchange inter-related information.
Corporate Governance norms:
There must be special corporate governance norms for family based business houses. Family based businesses should be made more transparent, accountable and subject to higher surveillance. There must be special corporate governance norms for public sector units whether listed or not. Public sector businesses should be made more transparent, accountable and subject to higher surveillance. Mandatory corporate governance norms must be framed for Public Sector board members and employees should be subject to shareholder approval. e) Shareholders should be able to vote in person or in absentia, and equal effect should be given to votes whether cast in person or in absentia.
Grievance Handling:
The corporate governance framework should ensure that timely and accurate disclosure is made on all material matters regarding the corporation, including the financial situation, performance, ownership, governance of the company and authority to whom any deviation can be reported.
Last but not least, there must be single window system to receive and monitor all type of complaints related to any company. The single window should send complains to concerned authority. As depicted in Annexure-3, currently, there are different authorities for different type of complain and different type of companies, resulting into confusion in the mind of the common citizen.
Investigation, prosecution success rate & timeliness:
If we consider more accountability of directors of the listed company compared to closely held improve success rate and in timely manner, before the investor lose the confidence in the system.
Annexure-1 Stakeholders rights in Corporate Governance
No. Punishable with fine which may extend to five hundred rupees for every day during which the default continues Sec. 211 (3A) Every profit and loss account and balance sheet of the company shall comply with the accounting standards.
Levers/ Stakeholder
(3B) Where the profit and loss account and the balance sheet of the company do not comply with the accounting standards, such companies shall disclose in its profit and loss account and balance sheet, (a) the deviation from the accounting standards; (b) the reasons for such deviation; and (c) the financial effect, if any, arising due to such deviation. 
